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The dispute between the London Master 
Printers’ Association and the Landon Society 
of Campositors, which has been smouldering 
for months, has broken out into the open. 
The story is an involved ane; but the eff- 
ect, so far 98 we are concerned, is that 
compositors were not available to set the 
type for this week’s issue of The Economist. 


This emergency edition has accordingly 
been produced without any type-setting what- 
ever. We are painfully aware that it is 
anly a taken issue, but we take same pride in 
being able to preserve the tradition of un- 
broken issue in a week that marks our 107th 
birthday. Unfortunately, the Records and 
Statistics Supplement will have to be sus- 


POWER AND 


The British Association has never led a 
cloistered life; but with every year now 
it seems to concern itself more with prob- 
lems of public policy. Last year Sir John 
Russell’s Presidential address on the problem 
of feeding the growing population of the wo- 
rld set the theme for the meeting. This 
year’s President, Sir Harold Hartley, chose 
the subject of *Man’s Use of Energy”. It 
is a theme which few men living are as well 
qualified to expound. There were some notes 
of warning in Sir Harold’s address - part- 
icularly in his mention of the fact that only 
about 30 per cent of the world’s present 
power consumption comes from current revenue 
and all the rest from the capital resources 
of coal and oil, which will not last for 
ever. But the conclusion was optimistic. 
There is plenty of latent power still avail- 
able, with nuclear energy only just beginning 
and the direct utilisation of solar radiation 
almost non-existent. And Sir Harold is not 
one of those scientists who think that Man 
cannot be trusted with his discoveries. 
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It is perhaps natural that we, as the 
victims of the dispute, should feel aggrieved 
against the union, who were its initiators. 
But even apart fram this natural bias, we 
think ary fair-minded person would deem the 
course of actian taken by the Landa Society 
of Canpositers to be so devious and disingen- 
uous as to deprive them of any right to pib- 
lic sympathy. We have no better friends 
than the campositors who set our pages week 
by week. But their union leaders would do 
well to observe that it is possible to get 
along without any campositors at all. 


PROGRESS 


It is interesting, however, to notice 
what Sir Harold Hartley sets as the task of 
science - not the advancement of knowledge by 
itself but “the more efficient use”’ of 
Nature’s resources - in short, the economist’s 
aim of raising the standard of living. 
There is more than a hint in several passages 
of the address - though Sir Harold is too 
urbane to make them explicit - of a claim by 
the scientist to be the “onlie begetter” of 
the modern world’s material wealth. 


There is, of course, a very great deal 
to be said for such a claim. It is cert- 
ainly true that unless the scientist and the 
engineer had shown how to harness natural 
power there could have been no increase in 
production and therefore none of the great 
rise of the past two hundred years in the av- 
erage westerner’s standard of living. 
Furthermore, it is true, as Dr Parker, the 
Director of the Fuel Research Station, showed 
in another public lecture at Birmingham last 
week, that 

in general, those countries with the 
greater fuel and energy consumptions in 
relation to size of population have the 
higher average incomes..... In comparison 
with the world average of the equivalent 
of between 1.4 and 1.5 tons of coal per 
person annually, the figure for the United 
States is now over 8 tons, while that for 
Great Britain is little more than 4 tons. 
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In countries such as India and China it is 
less than 0.5 ton..... 


(The American consumption of power) can be 
considered as providing each individual 


with more than 30 servants to assist him “» 


in meeting his needs. (The British con- 
sumption) is equivalent to providing each 
individual with 13 or 14 servants. Take 
these servants away, or employ them less 
efficiently, and the standard of living 
must fall. 


It is, indeed, a powerful argument. 
But it is not the whole of the story. For 
as Professor G.C. Allen po:ated out in his 
Presidential Address to the Economics Sec- 
tion of the Association, it is necessary to 
ask “Why do these differences exist?” Is it 
the utilisation of power that has created the 
wealth, or the wealth that has made possible 
the utilisation of power? Is scientific dis- 
covery not merely an essential condition of 
material progress, but the chief regulator of 
its speed? Is the state of scientific know- 
ledge the key factor, the essential bottleneck 
the widening of which would open the way to 
universal riches? This can hardly be so; 
for if all scientific discovery were to stop 
forthwith, the world could still reap an 
enormous harvest of wealth and welfare by 
applying universally the techniques that al- 
ready exist. What, then, is the limiting 
factor, the speed governor, of progress? 


Professor Allen’s conclusion is that 
while material progress is affected by 
humerous circumstances, it is fertility 
in resource and imaginative enterprise 
which lie at its root - 

qualities that are more likely to be affected 
by the deliberations of the Education Section 
of the British Association than by the others. 
Professor Allen argued his thesis with great 
force and a wealth of contemporary example. 
It is, indeed, hard to challenge. And yet 
it is difficult to believe that it also is 
more than part of the story. For if 
innovation were the basic regulator, one 
would expect material progress to proceed by 
fits and starts. But in fact it is very 
regular. (Mr W.B. Reddaway has recently 
demonstrated in the London and Cambridge 
Economic Service that the much discussed 
increases in industrial productivity of 
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recent years in this country, when they ar 
spread over the whole output of the community 
are reduced to a rate of progress very oan 
the same as has prevailed for many decades) 
This regularity suggests that the ‘Qverage rate 
of progress depends not only on the scientist 
and his discoveries or on the industrial in. 


noyator,but also on the-mate at which past dis. 


coveries and past innovations can be spread 
across the whole community. That, surely 
depends upon the supply of capital. Prof. 
essor Allen rather sweeps that aside: 


It is erroneous, in my view, to look to 
the side of savings for a leading cause 
of any deficiency in capital equipment, 
for enterprise generates its own Savings 
out of the higher incomes which it makes 
possible. ; 


That may have been true in the past; though 
by no means certainly. It is very doubt- 
fully true of the present or the future. 


The scientist, the entrepreneur, the 
provider of capital - all have their part to 
play in material progress, and it would be 
wrong to claim primacy for any one of the 
three. But while, in this country, scient- 
ific research is being fostered as never 
before, industrial innovation is hardly en- 
couraged and the provision of capital - 
certainly of venture capital - is at a dis- 
count. It is not necessary to be a polit- 
ical partisan to view these trends with 
alarm. As Professor Allen points out, many 
of the * forceful pioneers’’ who have played 
“the major part” in the development of econ- 
omically progressive countries have been 
salaried officials, and monopoly (including 
public monopoly) in established industries 
may do little harm provided “the channels of 
innovation” are kept clear. But what is 
essential is that the activities of innov- 
ators should not be seriously impeded, and 
that the “special form of strength” of the 
entrepreneur (the phrase is Alfred Marshall’s) 
should be held in respect by society. These 
things are far more fundamental than the 
issues of public or private ownership; they 
are the part that the human sciences of 
economics and politics can play to keep pace 
with the progress of natural science. 


The Hideous Gap 


Mr. Churchill was right, in his party 
political broadcast last week-end, to focus 
attention on the ‘supreme peril’ of Europe. 
And Mr. Atlee’s reply this week-end will 
fall far below public expectation, if it can 
give no assurance that everything possible 
is being done to fill what Mr. Churchill 
called the ‘hideous gap’ in the defences of 
the west. For, while people in the west 
have watched the campaign in Korea, appalled 
at the weight of men and machines needed to 
check the onslaught of one Soviet satellite, 
they have not forgotten the danger nearer 
home, a danger that occupies a vast concourse 
of committees and produces asteady flow of 


secretive communiques - but little else. 
They do not see how such formulae as ‘balanced 
collective forces’ and ‘the incorporation of 
Germany into a Western European system’ 
measure up to a situation in which, Soviet 
forces outnumber those opposite to them by at 
least eight to one. 


The fact is that these committees and 
phrases represent a prerKorea way of think- 
ing, in which the possibility of aggression 
by proxy had not. been taken into account, 
in which it was assumed that the west had 
three or four years to build up the perfect 
integrated force. as efficiently and 
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cheaply as possible, with business in each 
country going on very much as usual. The 
assumption was rash - but it was one which 
fitted conveniently into the domestic plans 
and political hopes of statesmen in Britain 
and in other countries. It must now be 
reviewed, thoroughly and fearlessly, and 
the consequences must be faced by the only 
men who have all the facts - the Ministers 
of the Crown. It is not enough to pass it 
over to the Atlantic Council. 


What precisely is it that Europe needs - 
and wants - of its two great Atlantic allies, 
the United States and Britain? It is, first, 
evidence - evidence that the ordinary man and 
woman can understand - of their intention to 
regard the Elbe as the front line of their 
position in Europe. On this, at any rate, 
French and Germans are agreed. Second, 
Europe asks for evidence that the strategy of 
the western powers is so integrated that 
there can be no question of divided counsels 
in a moment of crisis, with each country 
looking after itself. Third, they argue 
that such integration of military plans and 
decisions cannot be certain until there 
exist political ties between governments to 
ensure that statesmen are as ™mch a team as 


are the fighting commanders. Whether those - 


ties are formed within Mr. Acheson’s Atlantic 
Community or Dr. Adenauer’s western system is 
not regarded as an important issue by most 


Europeans. 


On these three points the challenge to 
British policy is as direct as it could be 
It was offered, and has been turned aside by 
Mr. Bevin, in the Schuman Plan. It was 
offered again at Strasbourg and turned aside 
by the Labour Party delegation. It will 
certainly be offered again, when execution 
of the Atlantic Pact plans demands political, 
industrial and financial pledges beyond what 
Mr. Bevin and his colleagues are ready to 
accept. Is the issue again to be evaded? 


¢ 


Let us be quite clear what is involved. 
There are good reasons why any British Govern- 
ment should move with caution towards politi- 
cal and economic integration with the west 
European governments. They are now under- 
stood by most Continental statesmen. There 
are good reasons, too, for arguing - as 
British representatives are now arguing in 
the Council of Deputies - that the best should 
not become the enemy of the good, that the 
ideal way of sharing the burden of defence, 
the ideal way of standardising arms and equip- 
ment, the ideal way of balancing forces, is 
tor the time being less important than to 
form the forces and see that they are equip- 
ped. The British are being both practical 
and zealous in insisting that emergency ac- 
tion comes before long-term planning. But 
to the Continental ally this zeal is just 
another proof that Britain will help Europe 


pe pee not be bound to Europe heart and 
soul. 


_ The indictment is vague enough but it is 
important, because it rests - notably in 
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France - on the belief that the British have 
no real faith in the recuperative power of 
their allies and regard them more as a lia- 
bility than as an asset. And French logic 
goes on to state, more clearly than any 
British statesman dare, the dilemma of 
British policy. That dilemma is this; if 
western Europe is incapable of a sustained 
effort to create some thirty or forty divis- 
ions in the next two or three years, and if 
its governments cannot guarantee the loyalty 
of its working populations in wartime, then 
it is suicide for the British to commit the 
cream of their ground and air forces to a 
defensive position on the Continent. In 
short, it seems to the continental mind 
that Britain’s political interest and strat~ 


_egic interest are in direct conflict. 


In a very important sense this is true. 
There are obviously grave risks in committing 
British forces to the front line in Germany; 
at first sight to do so looks like throwing 
good money after bad. But are they any 
greater than the risks of not doing so? Can 
the French people be expected to take 
seriously their task of training and equip- 
ping fifteen divisions, so long as there is 
only one British and one American armoured 
division in Germany? Can the Germans be 
expected to throw in their lot with the west 
unless they see on their own soil evidence 
that they will be successfully defended? And 
if there is to be no speedy and strong French 
- and in the longer run no German - con- 
tribution to this defence, what happens then? 
The fact is that the defence of Britain now 
depends on the defence of western Europe, and 
that can be achieved only be a military revi- 
yal of France; without that revival the re- 
armament of Germany could not be contem- 
plated. That revival - and the utmost 
effort by the smaller allies - depends on a 
transformation of morale such as can be 
stirred only by a British and American 
decision to have ready between the Channel 
and the Soviet Union something more than 
the present divisions and the atomic bomb. 


If we ask ourselves what this means in 
practical terms there can be only one answer; 
that everything necessary should be done to 
reinforce the British formations in Germany 
without delay. If this were done, as a 
gesture of belief in Europe’s reviving 
strength, the effect would be enormous 
throughout the Atlantic alliance. With such 
a decision taken, Mr. Bevin would be entitled 
when he meets Mr. Acheson next month in New 
York, to ask - as an equal and not as a 
suppliant - that the United States, too, 
should reinforce its German garrison by the 
same numbers. If it is not done, on the 
grounds that it cannot be done without emer- 
gency measures for which the Government are 
not ready, then the public will judge for 
itself whether they have been guilty.of that 
‘lack of prevision’ and ‘infirmity and dis- 
connexion of thought and action’ which were 
alleged by Mr. Churchill last Saturday. 
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NOTES OF THE WEEK 


Strasbourg Disappointments 


However one looks at it, the session of 
the Consultative Assembly of the Council of 
Europe that has just ended in Strasbourg 
cannot be judged a success. The divisions 
that appeared last year have deepened; the 
Sedbicht iets are as far away as ever from the 
non-federalists; the British have left the 
impression of bringing to European affairs a 
meticulous common-sense that they do not 
always show in their own affairs; and Dr 
Dalton has demonstrated once again that it 
is inadvisable for Ministers to take part in 
these proceedings, especially if they are 
Socialists. It is true that there were 
some debates that caught the public ear, 
notably that on the need for a European army, 
but the shape that Europe’s political unity 
might take is as unclear as ever. Strasbourg 
has not yet found its Alexander Hamilton. 


It is a serious matter that the German 
delegates should have witnessed the weakness 
and divisions of this European body rather 
than its strength and unity. They must be 
wondering what precisely is to be the sys- 
tem into which Allied policy seeks to draw 
them. They hear the French declaring that 
European unity without the British is im- 
possible, but they see the British opposed to 
anything but the piecemeal and practical 
approach. And when the practical and 
functional method is tried in the Schuman 
Plan they see the British standing aside. 


It is evidently time for Mr. Bevin to 
state quite explicitly his preference for 
the Atlantic Community and to urge those 
who want - or think they can create - exe- 
cutive bodies for Europe to go ahead and 
try without Britain. What is true of the 
Schuman Plan is true of European unity: 
if it works Britain cannot stand com- 
pletely out; if it does not work it is 
the task of the British and Americans to 
see to it that the Atlantic Commnity offers 
a reasonable and workable alternative. 


The Formosa Imbroglio 


It is essential to keep clear heads 
about Formosa. The essential issue, whoe 
importance overrides all others, is to pre- 
serve the unity of the world alliance 
against ist aggression. ‘This puts on 
the United States an obligation to consult 


the wishes of its allies; but it also puts 
upon America’s allies the obligation not to 
quibble unnecessarily at decisions that are 
forced upon the United States by strategic 
necessity. Communist aggression having 
broken loose in the Far East, it is essen- 
tial that Formosa should be ‘neutralised’. 
Those who ask that Chiang Kai-shek be 
turned out of the island (by whose force?) 
and the Chinese Communists admitted to it 
would sing a very different tune if the 
Communists chose, as they well might, to go 
for Hong Kong instead. On the other hand, 
General MacArthur and the Chinese lobby in 
America, with their talk of recognising 
Chiang as an ally, are endangering unity, and 
therefore peace, even more. ‘The attitude of 
those Republicans in Washington whose only 
interest in Formosa is as a stick to beat Mr. 
Acheson is merely contemptible. 


In this confusion, the right attitude 
is that which President Truman has at last 
clarified. Formosa must be neutralised for 
the present; but its future is a matter for 
the United Nations. This attitude deserves 
the support of everybody, in America, 
Britain and other countries, who puts policy 
above politics. 


Action for the Services 


The Prime Minister’s broadcast on Wed- 
nesday night, together with the two White 
Papers on national service and on service 
pay, shows that the Government has at last 
conceded the truth of the view that only far 
reaching and dramatic action can correct the 
deficiency of trained men in the services. 
The period of compulsory national service 15 
to be increased from eighteen months to two 
years and the amount of money devoted to ser- 
vice pay is to be increased by some £70 mil- 
lion, or about 40 per cent. The increased 
period of national service - which has been 
urged for some time by the Chiefs of Staff as 
a categorical imperative - will have the 1m- 
mediate effect of increasing the size of the 
forces by 77,000 men, of which 55,000 will be 
for the army. It will also mean that the 
forces will have the use of the national ser- 
vice men during a time when being fully 
trained they will be of some use in active 
operations. 


It is impossible to judge whether the 
improvement in the scale of pay is sufficient 
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to create the necessary increase in the num- 
ber of regulars. It has the merit of being 
simple, since it falls on the basic pay and 
not as in the past on allowances; the need 
for more pilots has been met by reintroducing 
into the RAF a generous scale of flying pay; 
and there are bounties - albeit rather nig- 
gardly ones - for men who re-enlist or extend 
their engagement. At first sight it can be 
judged that the increase in the pay of other 
ranks will have a marked effect upon enthu- 
siasm for the services. On the other hand, 
the increases in the pay of captains (who get 
only the same increase asdo warrant officers) 
and majors, the ranks in which the widest gap 
between emolument and responsibility exists, 
do not seem generous. However, now that the 
prejudices of the Government have been over- 
come, the present increases provide a work- 
ing basis for criticism and adjustment. 


Child Actors 


The eminently human and realistic report 
of the Departmental Committee on child drama- 
tic performances (Gnd 8005) will, if imple- 
mented, sweep away a mass of anomalies. 
These arise partly from the fact that acting, 
Singing and dancing, whether on a stage or 
elsewhere, partake at once of the nature of 
an art and recreation, delightful to perform- 
ers as well as to audience, and. of a profit- 
making industry. As an industry these acti- 
vities are comparable with other kinds of 
gainful employment; as an art and recreation 
they must be treated as a case apart. The 
law as it stands penalises art (in so far, 
that is, as it is effectively enforced; 
Shakespeare’s Mammilius must be an improbable 
adolescent, but a child film actor carries 
any fines on his expenses sheet). On the 
other hand it exposes industry, in the shape 
of the pantomime troups, to conditions. which 
few adults would put up with. Further ano- 
malies arise from the varying standards of 
licensing authorities and the different legal 
position of theatre, film and broadcast and 
television work. 


Threading its way through these, and 
resisting such startlingly idiotic sugges- 
tions as those for the wholesale application 
of the licensing system to school plays and 
for a ‘closed shop’ for juvenile actors, the 
committee recommend among other things the 
raising of the age for licensing to 16, the 
tightening of existing welfare and education- 
al provisions, and the end of the touring 
troups system. (Qn the other hand, it re- 
commends the abolition of the lower age limit 
for child actors, subject to the con- 
centration of the relevant licensing power 
in the hands of a special authority. Ap- 
plied in the same reasonable and commonsense 
spirit in which they have been drafted, these 
tecommendations should both open new oppor- 
tunities to dramatic art and clean up some 


Wsavoury corners of the entertainment 
industry x 
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Diversion in the Philippines 


The increasing activity of Hukbalahap 
guerillas in the Philippines is further evi- 
dence of how well Communist plans are co- 
ordinated throughout the Far East. The 
raids last week on towns near Manila and on 
other parts of the islands coincided with 
critical events in Korea and with the pre- 
sence of an American mission which is invest- 
igating the economic state of the country. 
There are said to be some 15,000 Hukbalahaps 
in the islands; with the Philippine Govern- 
ment as weak and as ineffectual as it is, 
they would have little difficulty in seizing 
control, temporarily at least, were it not 
that some 90 per cent. of the population are 
Catholic and anti-Communist. But even as 
much popular opposition as this might not be 
enough to prevent the Hukbalahaps from crea- 
ting a major diversion in an area where 
American.reactions are bound to be particu- 
larly sensitive. | 


The trouble in the Philippines, as in 
other territories in the Far East, is that 
the government falls far short of western, 
and even of Communist, standards. President 
Quirino has been far from successful in his 
efforts to set up an efficient administration 
since the grant of independence in 1946. The 
financial and economic state of the country 
has been critical for some months. Internal 
security has been bad, and reports of the 
corruption of the administration are appal]- 
ing. The Americans have refused to give 
more help without a thorough investigation of 
Philippine affairs. 


The American mission is not due to re- 
port until September 15th, but it seems un- 
likely that it will recommend that President 
Quirino should be entrusted with the task of 
putting his own house in order. The only 


alternative, however, is for American admini- 
strators to return to the islands, and this 
would inevitably rouse strong feelings in a 
country which has so recently become inde- 
pendent. It would, moreover, give the 
Hukbalahaps a rallying cry which few 
Filipinos could resist. The dilemma is be- 
coming all too familiar in the Far East. 
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Cold Water on Cold Cures 


In the last few years, the antihiste- 
minic drugs, which are normally used in the 
treatment of allergic conditions such as hay 
fever, have been widely publicised, particu- 
larly in the United States, as a cure for the 
common cold. Recent studies there have 
thrown considerable doubt on the value of the 
drugs for. this purpose, and-the results of 
three carefully controlled trials in this 
country, which are described in the British 
Medical Journal of August 19th, should dis- 
pose of the claims made for them altogether. 
At the common cold research unit of the Medi- 
cal Research Council, antihistaminic drugs 
were found to be of no value in preventing 
colds in the volunteers inoculated with cold 
virus. Ina large-scale field trial, under- 
taken by the council to assess the value of 
treating colds with the drugs, as compared 
with preventing them, there was again little 
difference between those given an antihista- 
minic drug and those given a control tablet. 
Another large-scale, controlled experiment, 
undertaken privately, also failed to estab- 
lish any therapeutic value for the antihista- 
minic drug used, 


It is important that wide publicity 
should be given to the results of the trials, 
for there have been cases where children have 
died as a result of finding the drugs in home 
medicine chests and eating them. Pilots, 
moreover, have already been warned that they 
should not fly within 48 hours of taking the 
drugs because of the serious side effects 
sometimes caused by them. So one more cold 
cure goes the way of many before it. ‘Tis 
true, but ’tis a pity. 


Government Publicity 


The Government’s information services 
have again been under fire, this time from 
the Select Committee on Estimates. Their 
fifth report gives the impression of a group 
of hard-headed business men looking scepti- 
cally for value for money, and refusing to be 
hypnotised by the mere costliness of any form 
of publicity into taking its effectiveness 
for granted. They suggest, for example, 
that the use of films - the most expensive 
medium of all - should be confined at home to 
strictly technical subjects and that their 
suitability for enlightening backward peoples 
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ought to be investigated. Hecruating cam- 
paigns by poster, they feel, should be tested 
for effectiveness, and Road Safety and 
Savings propaganda conducted on more experi- 
mental lines. 


Despite its appearance of cheeseparing, 
this committee’s plea is the very reasonable 
one fer less blind faith in mass advertise- 
ment and a more pragmatic approach to the 
legitimate objectives of government infor- 
mation and persuasion. 


_ Shorter Notes 


The controversy over Seretse Khama had 
two aspects: his dispute with his uncle, 
Tshekedi, and his dispute with the Pritish 
Government, which banished him from Bechua - 
naland for five years. As was reported in 
The Economist last week, there is a good 
chance of a reconciliation between Seretse 
and Tshekedi. It has now been announced 
that Seretse has withdrawn his lawsuit con- 
testing the legal validity of the order of 
banishment. There seem, therefore, to be 
good prospects of a satisfactory settlement of 
the whole affair. 


* * * 


The Haifa refinery came back into pro- 
duction this week. Output is expected to be 
limited to between 500,000 and 800,000 tons 
annually, enough for Israel’s domestic req- 
uirements. The refinery’s capacity is 
between .4 and 7 million tons a year. 























Triumph of the Press 


While the franchise was narrowed or 
annihilated, the Press restrained, and 
industry kept under onerous restrictions 
in France, in England the franchise has | 
been continually extended, the freedom of 
the Press more and more consolidated and 
enlarged, and industry set almost free. 
Chiefly for the people, and in a great 
measure by the people, has the Government 
of England, particularly in the last 
thirty years, like that of the United 
States, been carried on. The reverse 
has even been, and still is, the case in 
France... One main principle of every 
administration was to bribe or bind the 
Press. Its freedom, when it existed for 
short periods, was found utterly incom- 
patible with the existing government, and 
it was placed under a censorship or some 
exceptional laws. It was forced to be 
the great antagonist, and became the 
equal, of every Government - and success- 
ively triumphed over them all. 


The Economist 


August 31, 1850 
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Books and Publications 


‘Deciston in Germany’ by Lucius D. Clay 
New York; Doubleday. London: Heinemann 
440 pages. 21s. - 


fisgruntled army men have often complained 
that the pen of the diplomat has lost what 
the soldier’s sword has won. Fut after the 
second world war the roles - in Germany at 
least - were reversed: the generals had to 
deal with the problems which the statesmen 
aad created. One of them, General Lucius D. 
Clay, has now told the story of his procon- 
sulate. As head of the American zone he 
formed with his Pritish, French and Russian 
colleagues, the Control Council which jointly 
was to rule Germany. Jt had to enforce 


Cermany’s disarmament and de-militarisation,, 


destruction of its industrial war potential, 
the payment of reparations and the punish- 
ment of military and political criminals. 
Yesides keeping order, it had to undertake 
the moral regeneration of Germany and to 
fashion the German nation into a democracy, 
strong enough to stand on its own legs, but 
incapable of hurting others. It would have 
been a tall order had all four Allies worked 
towards the same end. 


Notwithstanding his early misgivings, 
General Clay tried hard to make this policy 
succeed. He had first to get rid of the 
Morgenthau concepts which had somehow sur- 
vived, although both the course of events and 
the influence of the State Departments had 
made President Roosevelt renounce them. His 
next urgent task was to prevent starvation in 
the western zones. Once he became convinced 
that Russia did not want a free and reunited 
Germany, he strove successfully for a reunion 
of the three western zones. He found it 
easy to collaborate with the British, espe- 
cially after Sir Brian Robertson had taken 
over, but he had to learn that France’s in- 
Sistence on security included a claim for 
ascendancy in the continental steel industry. 


The first part of his book is a dis- 
passionate report of the activities of the 
Control Council, and of the American army 
government engaged in this weird experiment 
of multiple statecraft. An appendix called 
footnotes, analyses the official documents 
issued in its pursuit - an invaluable source 
of information. When General Clay turns to 

, the disruption of the Control Council, to the 
blockade of Perlin and the airlift which 
broke it the story becomes highly dramatic. 
te was convinced, that Russia would not go to 
war, and he wished to break the blockade by 
sending a convoy protected by Allied guns. 
Unfortunately, more cautious plans prevailed. 
Vad the blockade been ended by an Allied 
military demonstration, the Russians would 
have understood that President Roosevelt had 


misled them when he had informed Stalin that 
he could not keep an army in Europe for more 
than two years. ‘The last two chapters deal 
with the founding of the German Bundes Repub- 
lik. They describe the negotiations of the 
Allies with the German authorities, and the 
political struggle going on in Germany bet- 
ween the two leading parties, the Socialists 
and the Christian Democrats. 


‘Decision in Germany’ is an indispens- 
ible guide for all who want to explore the 
history of a fantastic failure. From its 
unadorned pages, arises the figure of its 
author ; a strong, just, merciful man, who 
did his duty, sometimes deeply moved by the 
iniquities or absurdities his chiefs have 
asked him to accept as accomplished facts. 
“le was always a little ahead of his govern- 
ment in reversing policies which he had tried 
hard to carry out, even when he had doubted 
their wisdom. General Clay led, where he 
was supposed to be guided, and if ever a 
strong and secure western Europe comes to 
pass, he can claim to have been one of the 
boldest of its architects. 


“Frederick Denison Maurice” by H.G. Wood. 
Cambridge University Press. 170 pages. 10s 6d 


The Rev. F.D. Maurice is best remembered as 
the founder of Queen’s College, the first 
foundation for higher learning among women, 
as one of the originators of ‘Christian 
Socialism” and as an advocate in the tradi- 
tion of Coleridge and Thomas Arnold of a 
Christian organisation and dogma which could 
reconcile the sectarian differences of the 
churches. Professor Wood has attempted, 
not a biography of Maurice, but an appraisal 
of his ideas. The layman will not find the 
theological chapters easy going, but,if he is 
interested in fitting in another piece into 
the mosaic pattern of Victorian religious 
thought, the effort of memory and comprehen- 
sion is well worth while. The concluding 
chapter on Maurice’s views on Social Ethics 
sinkasibbe the fact that Christian Socialism 
as envisaged by Maurice and Kingsley was very 
much a product of its time, being concerned 
not with the acquisition of political power 
by the working class - Maurice deplored uni- 
versal suffrage as much as Bagehot and mere 
majority rule as much as Acton - but with 
placing the emphasis of social and industrial 
organisation upon co-operation rather than 
competition. In this sense it was an at- 


tempt to restate OQwenite socialism in Chris- 
tian terms, not to advocate arithmetical de- 
mocracy or state socialism. 
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AMERICAN SURVEY 





MacArthur in the Open 


Hardly had the Administration rebuked 
Vr. Matthews, the Democratic Secretary of the 
Navy, for .enthusiastically advocating a ‘war 
for peace’ - the old idea of a preventive war 
in pacifist clothing - than it was faced by a 
premeditated defiance from a much more redoub- 
table ally. General MacArthur, throwing as- 
ide all camouflage, chose, in a message to 
the Veterans ot Foreign Wars, to challenge 
Administration policy on the future of Form- 
osa. His view that the island on which the 
Chinese Nationalists have taken refuge is an 
essential part of the American defence line 
in the Pacific, and should be permanently den- 
ied to any potential enemy, was timed to give 
the utmost aid and comfort tothe Chinese 
Communists. It could only aggravate the 
fears of friendly nations that, in General 
MacArthur’s hands, the ‘neutralization’ of 
Formosa might precipitate a war with China. 
The ink, indeed, was hardly dry on the 
Communist allegation that the United States 
had imperialist designs on Formosa, and on 
the American counter-move welcoming a United 
Nations inquiry. 


Mr. Truman, whose courage in a crisis is 
becoming proverbial, insisted upon the with- 
drawal of this damaging script, and wholly 
dissociated the Administration from it, but 
the text had already becone public property. 
This may be no bad thing, though some Repub- 
licans have already seized upon the incident 
as new fuel for the bonfire they believe they 
can erect under the Administration out of past 
Far Eastern policy. Taken out of the field 
of rumour, and put firmly on paper, General 
MacArthur’s views can be weighed; and most 
impartial observers will suspect something 
wanting in a case that must go to the length 
of declaring that, without Formosa, war is 
inevitable and the battle-lines will be 
five thousand miles further east, along 
Americans Pacific coast. 


The Administration insists, hopefully, 
that the incident is now closed. If it is 
re-opened, it will only be by General Mac- 
Arthur and his over-zealous Republican 
friends. The loss of Mr. Matthews from pub- 
lic life would be only a Democratic family 
affair. General MacArthur may have demon- 
strated, beyond all doubt, that as United 
Nations commander in Korea, his political 
sagacity falls tragically short of his mili- 
tary reputation, but as a Republican martyr 
the Administration would find him an ever 
greater embarrassment at home. 


Economic Battledress 


The new suit of overalls which the 
American economy is to wear to work on 
partial mobilisation is now almost tacked 
together and Congressmen are hoping that they 
will not be asked to do the finishing off un- 
til after the November elections. By that 
time perhaps the present design may not be 
providing adequate protection against either 
agression abroad or inflation at home. But 
meanwhile Congress is cutting its cloth to 
the President’s post-Korean pattern. 


The Senate is not expected to make any 
more objections than the House has done to 
appropriating the extra $16.7 billion needed 
chiefly for defence purposes and military 
assistance to America’s allies. The short 
sighted belief that any ally is worth buying 
in the present situation explains the loan to 
Spain that has been included in the pre- 
Korean omnibus Bill, which appropriates about 
$35 billion for all purposes. Increased 
military aid for the Atlantic Pact countries 
has been made the excuse for reducing Europ- 
ean recovery funds by $200 million, to a 
total of $2.5 billion. The Point Four 


programme is, however, promised its full $35 
million. 


Congress has left it to the President to 
decide how non-defence expenditure can be cut 
by $550 million this year. He has threat- 
ened to veto the Bill because of the irres- 
ponsibility of this provision and of the loan 
to Spain, but it seems unlikely that he will 
do so now that it has come to the point. Nor 
will Mr. Truman wish to sacrifice the credit 
and industrial controls he wants for the sake 
of refusing the price and wage controls he 
does not want. Argument over the amount of 
discretion he is to be allowed in applying 
the latter led to a deadlock last weekend in 


the Senate-House conference on the Defence 
Production Bill. 


Until then the conferees had been making 
good progress on the other controversial 
items in the Bill. Loans to encourage the 
expansion of productive facilities had been 
permitted to the full amount of $2 billion, 
although Congress insists on keeping an eye 
on them. And the attempt to concentrate al 
priority and allocation powers forcibly 1” 
the hands of the Secretary of Commerce has 
also been defeated. Most of them will in 


fact be in his hands and he is setting up 4 
special department, an embryo War Production 
Board, to administer thent. 
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THE WORLD OVERSEAS 


Dollars for Steel 


(By a Correspondent) 


The Brazilians are well pleased by the 
recent announcement in Washington of a $25 
million loan to expand their steel] produc- 
tion. The Director of 'the State-owned 
Volta Redonda steelworks went to Washington 
about a year ago to press for $17 million 
from the Export-Import Bank to buy American 
equipment, and success has come just when 
Korean developments are stimulating foreign 
demand for US steel. What has happened in 
Brazil is a striking illustration of what 
can be achieved when American technical aid, 
dollar loans and real energy on the spot are 
combined in one operation. 


Last year Volta Redonda made 227,000 
tons of rolled mild steel (of which two per 
cent went to Argentina and the rest was 
used at home). Its US technicians estimate 
the full present capacity at 300,000 tons, 
and additional furnaces to be built with the 
new loan should raise this to 467,000 tons - 
an expansion which, together with the output 
of older mills, would make Brazil virtually 
self-sufficient in iron and steel materials. 
This was pointed out in the Abbink report 
that was drawn up last year by the Joint 
Brazilian-US Technical Commission on devel- 
opment. 


What this means in round figures is that 
Brazilian steel production, now almost 500,000 
tons a year, can be raised to 700,000 when 
Volta Redonda’s new furnaces are installed 
- always rat that adequate coal imports 
are available. There is no lack of the 
highest-grade ore. 


The new loan may be a sign that the 
Export-Import Bank thinks the largest steel- 
works in Latin America, and one of the most 
modern in the world, is through its teething 
troubles; the Bank has already lent $45 
million of the $100 million which the plant 
cost to build. Certainly this new steel 
town in the Paraiba valley, between Rio and 
Sao Paulo, is becoming a magnet for secondary 
industries of some significance. Partly 
because of their growth Brazilian imports of 
certain kinds of machinery have dropped by 
about a third during the past year. 


Of the town’s 50,000 inhabitants, 9,300 
are employed by the steelworks, and there is 
a growing influx of labour for other 
activities. Coal tar, benzol, and sulphate 
of ammonia are already being produced. An- 
other chemical factory is going up, and 


works are being erected to build railway 
trucks almost entirely from domestic 
materials. Most significant of all, the 
Ford Motor Company is contemplating a scheme 
to make car and truck components from local 
steel, 


The industrial trend is important and 
well established. Much will depend on the 
growth of a skilled labour force, but the 
Americans are training recruits thoroughly, 
and the first fruits are already apparent. 


Fear and Fact 
in South Africa 


(From Our Johannesburg Correspondent) 


Nationalist utterances have created fear, 
resentment and uncertainty among nearly all 
non-Europeans in South Africa and amonga 
great many Europeans as well. ‘The Minister 
of Native Affairs, Dr. Jansen, who since he 
took office has not once met the Natives’ 
Representative Council, tells European 
farmers that he means to introduce legis- 
lation to drive urban Natives back to low- 
wage employment on the farms - from which he 
admits that many of the Natives have fled. 
The Minister of Justice, Mr. Swart, boasts 
that he intends to build more ‘farm gaols’, 
to be filled with Native first-offenders and 
short-term prisoners on whom the farmers can 
draw for cheap labour. In the Group Areas 
Act, the Suppression of Communism Act, and by 
its control of passports, the Government has 
forged powerful weapons for the possible in- 
timidation of political opponents. Constant 
and deliberate identification of ‘liberals’ 
with ‘Communists’, by Nationalist speakers 
from Dr. Malan and Mr. Havenga downwards, have 
forced many Europeans who share the liberal 
ideas of the late J. H Hofmeyr to consider 
seriously how much longer they will be 
allowed to express their views. 


While there is intense, and perhaps 


. justified suspicion of the Government’s 


ultimate intentions, a real test case is 
still lacking. The courts continue stoutly 
to uphold traditional freedoms, including 
freedom to criticise the Government. The 
Minister of the Interior, Dr. Donges, lost 
two passport cases. A Government attempt 
to suppress a Communist-sponsored pamphlet 
was defeated in court at the very time the 
Government was rushing through its anti- 
Communist legislation. _ A priest prosecuted 
for marrying a European man and a Coloured 
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girl won his case, by convincing the court 
that blood and pigmentation were not the only 
tests and that the girl had been ‘accepted as 
white’ by Europeans. 


Nationalist newspapers have demanded on 
the strength of those cases that the law 
should be changed to close such ‘loopholes’. 
But no attempt has yet been made to tamper 
with the courts, and eminent judges have 
thrown out strong hints that any such attempt 
will be most strongly opposed by them. The 
Johannesburg and Cape Town Bar and Side Bar 
almost unanimously, and publicly, condemned 
the Suppression of Commurism Bill as a 
dangerously drafted document threatening 
democratic freedoms. And, though the Group 
Areas and Suppression of Communism Bills are 
both now on the statute book, there has been 
no move yet to uproot people under the one, 
while the Communist paper the Guardian (it 
now calls itself ‘independent’) continues to 
circulate unmolested. 


No Reign of Terror Yet 


But it would be dangerous to prophesy 
how long this will last. If a ‘reign of 
terror’ is in prospect, as some believe, it 
most emphatically has not started yet. It 
is important to bear that in mind. To do 
otherwise is simply to play into the eager 
hands of Mr. Eric Louw, who remains in a con- 
stant state of indignation about ‘mis- 
representations’ of the Nationalists’ actions 


(he is discreetly silent about their 
intentions). 


In the large cities, there has been a 
considerable increase in native crime. 
This however appears to stem largely from 
bad social conditions which far pre-date the 
Nationalist Government. In the country- 
side and in the smaller towns, life conti- 
nues in the peaceful South African tradition. 
Even in the big cities, the ordinary white 
citizen may only read about crime without 
experiencing it. The Natives are less 
fortunate, for the criminals flourish and 
have their hide-outs in the Native loca- 
tions, townships and ‘shanty towns’, where 
murder is a commonplace. The situation is 
admittedly getting worse, but the seeds of 
trouble existed before 1948. Many Euro- 
peans in Johannesburg carry revolvers; 
but widespread ‘gun-toting’ is unhappily a 
South African phenomenon of long standing. 
It is by no means uncommon for a European 
ee sot dead a Native coming no nearer his 

se than his fowl-run, and to get off with 
a small fine, or not be sentenced at all; 
but that has been the case for many years. 


Nationalist actions, and intentions, 
must be carefully separated from objection- 
able features of life in South Africa that 
have existed for a long time. ‘The visitor 
sees the white South Africans enjoying a 
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comfortable, semi-luxurious, suburbanite life 
which is kept in being by the ‘cheap labour’ 
supplied by the destruction of the Natives’ 
former social structure and the break-up 
of the Native families. He reads about 
malnutrition which kills off 35 per cent. 
of Native babies in their first year, and 
gives the average Native a life expectancy 
of only 35 years. He notices obvious dis- 
crimination beteeen white and black in the 
administration of justice, and is easily 
convinced by the conversation of white South 
Africans themselves that racial hatreds 
flourish like rank weeds. But this did not 
originate with the Nationalists, though they 
have undoubtedly aggravated it. 


As for the ordinary white South African, 
apart from a few ‘liberals’, he cannot 
understand what the visitor is talking about. 
If he is English-speaking, he may agree that 
the Nationalists are a danger. But he is 
generally thinking of a narrowly inter- 
preted political danger, of Afrikaner poli- 
tical domination - not of the general 
South African picture and certainly not 
about Native policy. The truth is that 
the Smuts-Hofmeyr regime of 1939-1948 was 
only an interregnum in South African 
affairs. It was anything but typical. 
Probably Smuts, and certainly Hofmeyr, was 
far ahead of average white pense opinion. 
By cutting down social welfare for non- 
Europeans, tightening up pass laws, and so 
on, the Nationalists are deliberately undoing 
Hofmeyr’s work. But, so far, they have 
merely restored the conditions which pre- 
vailed from 1924 to 1939. In the days of 
Hertzog, and even at the time of the Hertzog- 
Smts Fusion Government, there were reve- 
lations of police brutality (condoned twenty 
years ago, as again today, on the plea that 
many of the police recruits are young and 
untrained). There were segregation and 
immorality laws. There were laws against 
‘riotous assembly’ and against ‘agitators’. 
There were successful attacks on Native 
and Indian franchise and other rights. 
There was even an attempt, fortunately 
unsuccessful, to classify all Jewish South 
Africans as ‘Asiatics’. There were Native 
and Coloured riots, sternly suppressed 
with unnecessary loss of life. That is 
the pattern now being re-established. 
It is deplorable, but it is not new. 


It is true that the Nationalists want to 
go beyond Hertzog - to put the Coloured 
voters on a separate roii, abolish the 
Natives’ Representative Council, and enforce 
segregation, renamed apartheid, far more 
rigidly. Their utterances against other 
groups, and their philosophy of the State, 
have a Nazi flavour which the old 
Nationalist Party under Hertzog lacked. 
But they have not done any of those things 
- yet. Only the future can tell whether 
they really mean to press on towards an 
Afrikaner Republic and a real political 
dictatorship. 
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THE BUSINESS WORLD 





Exports and Defence 


The problem of guessing the economic im- 
plications of the defence programmes still 
preoccupies all City discussions - and many 
others besides. But the participants in 
these debates are still far from reaching any 
consensus of opinion - leas* of al] about the 
short-run repercussions. [In some quarters, 
however, there has lately been a‘tendency to 
argue that these cannot be of any great 
weight, because of the sheer physical im- 
possibility of setting any large volume of 
new defence work in progress in the early 
future. Against this, one consideration 
seems so far to have received less attention 
than it deserves. 


It is generally agreed that Britain’s 
balance of payments must face a new and early 
strain, because the industries likely to be 
most immediately affected by defence orders 
are also the biggest exporters. An even 
more direct iotioance upon the balance of 
payments, however, comes from the strong rise 
in world prices of primary commodities - and 
this must already be exerting a substantial 
effect. | Most commentators have been quick 
to emphasise the reinforcement this will 
bring to the dollar account of the sterling 
area as a whole, but they have failed to 
emphasise the corollary, which will be a new 
pressure upon the “overall” account of Brit- 
ain alone. 


Impetus to Inflation 


The prospect of these early pressures 
makes it more than ever desirable that, even 
th defence production rises only slightly 
in the ensuing months, every effort should be 
made to divert supplies from home use so as 
to take up some of the strain on the external 
account. The Government as yet has given no 
sign that any such measures as these are be- 
ing matured. But if the necessary diversion 
takes place, the inflationary pressures upon 
the domestic economy will be quickly rein- 
forced. 


Another reinforcement that will operate 
even more rapidly will come from the impend- 
ing increase in service pay and allowances. 
And if, in addition, the Government decides 
to extend the period of compulsory military 
service, the consequential loss of manpower 
will tend to deplete the supply of goods and 
services available for use at home. [It is 
impossible at this stage to gauge the weight 
of these pressures - but there is a chance 
that, in the very short run, they may be ab- 
sorbed without undue stress. Britain’s 
overall balance of payments has improved 
markedly in the current year - indeed, the 
figures for the first six months may surpass 
recent expectations. Unless domestic stocks 
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eed 


have been running down, this gain must have 
exerted an inflationary force, yet there has 
been no very apparent rise in the tempo of 
domestic inflation. 


Future of The Steel Act 


The Labour Party’s statement of policy 
last week made it clear that Labour intends 
to put into effect the legislation already 
passed to nationalise the steel industry. 
It did not, however, give any sign of when 
the axe would fall. The Act in its final 
form fixed vesting day (the day on which the 
securities of the companies are to vest in 
the Iron and Steel Corporation) for January 
Ist, 1951, “or such date later but not more 
than twelve months later, than the date 
aforesaid, as the Minister may by order sub- 
stitute”. Thus the Minister can postpone 
the day by making an order at any time before 
the end of the year, though he cannot post- 
pone it for more than twelve months. But, 
in postponing it, he will have to fix the 
new day at the same time. Either of two 
things might precipitate an announcement of 
the chosen date. The Minister has to app- 
oint the members of the Iron and Steel Cor- 
poration. He cannot do this before October 
lst, but on the other hand if vesting day is 
to be early next year he cannot leave it much 
later. Unless, therefore, the Government 
decides on a postponement it will have to 
announce at least the chairman’s appointment 
on October lst or soon after. This would 
leave a bare three months for the new corpor- 
ation to organise itself to a point at which 
it. could take over the formal ownership of 
its vast properties. No doubt the process 
of building up a corporation capable of 
wielding effective authority and direction 
over the operations of the industry will take 
much longer - perhaps years. 


If (alternatively) the Government does 
decide on a postponement, then the silence 
may continue until Parliament (having, pres- 
umably, dispersed after its defence meeting 
in ten days time) reassembles in the latter 
half of October. The need for a statement 
of the Government’s intentions will surely 
become pressing then. [It is not impossible, 
however, that the defence debate itself may 
act as a precipitant; the Opposition may 
want to know, in discussing rearmament, 
whether the change of ownership in iron and 
steel with the risk of dislocation that it 
involves is to go through at this time. It 
can urge, moreover, that when the Government 
agreed last November to put off the vesting 
day (which was to have been last May) it gave _ 
reasons for the postponement - and those same 
reasons surely apply no less strongly now. 
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Base Metals and Pricing Policy 


It was inevitable, no doubt, that the 
radical revision of defence programmes since 
the Korean outbreak should have produced 
rather wild price changes and dealing cond- 
itions in world markets for the leading 
primary commodities. But nobody expected 
quite so high a degree of confusion as that 
experienced in the base metal markets in the 
past few weeks. In London, a dominant cause 
of the trouble has been the rather frenzied 
effort of the authorities to adapt their 
tactics and policies to a fast-changing sit- 
uation. The first shock of this kind was 
felt in the tin market, three weeks ago, 
when the Ministry of Supply’s decision to 
withhold cash offerings sent the price soar- 
ing. It rebounded violently a few days 
later, after one smelter had offered a 
modest quantity for immediate delivery. 
Since then price movements in tin have been 
erratic and the storm-centre has shifted to 
copper. 


In this market the confusion reached its 
climax last week, when the Ministry followed 
the lead of an American copper smelter and 
raised its selling price of copper by £16 to 
£202 a ton - only to reduce it to its prev- 
ious level within two days, again following 
American example. Then, after another two 
days had elapsed, the Ministry very sharply 
increased its premiums for forward delivery. 
The premium on three months copper was 
raised from £1 10s. .a ton to £13 10s. and 
that on six months’ delivery from £3 to £15 
a ton. Forward prices for zinc were also 
raised by £12 a ton, while those for lead 
were raised by £6 a ton. Once the Ministry 
had reduced its spot price for copper in 
accordance with its self-imposed policy of 
keeping in line with American official 
prices, increases of this kind became in- 
evitable - because the demand for forward 
deliveries. was so heavily intensified that 
the Ministry had to protect its stocks by 
raising its future prices. 


The root of the trouble lies in the ab- 
sence of a well organised world metal market. 
In the United States the metal market is 
dominated by large integrated firms that are 
more concerned to hold the price stable than 
to respond flexibly to the play of market 
forces. Thus at the present time many buy- 
ers of copper and zinc have to pay for spot 
supplies anything between two and five cents 
a lb. above the official selling prices. A 
further complication exists in the copper 
market in consequence of the recent re-imp- 
osition of the two cents alb. import duty 
in the United States: it is still not known 


whether this is a temporary or permanent 
measure. 


These artificial price patterns are, of 
course, reflected in Britain by the Ministry 
of Supply’s policy of gearing its selling 
prices to the official New York quotations, 
regardless of the stock position in Britain. 
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This year, for example, British consumption 
of copper has been less than in 1949 and 
stocks have risen. In the United States 
consumption has not only been heavier than 
last year, but has also exceeded current out- 
put, so that stocks have declined quite 
rapidly. Yet the British price has tended 
to follow the American price upwards. Under 
normal conditions the policy of following 
the ‘New York market was perhaps thé least 
harmful of the alternatives open to the 
Ministry. Its purpose was to prevent Brit- 
ish consumers from being at a price disad- 
vantage compared with their competitors. 
But it remains to be seen whether it wil] 
also encourage an expansion in Commonwealth 
production, and at the same time help the 
Ministry to accumulate a strategic reserve. 


Payments Union Approved 


The draft agreement setting up a 
European Payments Union, the details of 
which were described in The Economist of 
July 15, has now been dressed up by the 
lawyers in more binding (and more diffuse) 
phraseology and has been approved by the 
council of the OFEC. As this issue went to 
press it was expected that the agreement 
would be signed this week - immediately af- 
ter President Truman gives his approval to 
the Marshall Aid Appropriations Bill for 
1950-51. A fortnight after the agreement 
is signed, the proportion of each partici- 
pant’s privately-handled imports from other 
EPU countries that are admitted without any 
quantitative restrictions has to be raised 
from 50 to 60 per cent. This obligation 1s 
not expected to necessitate any substantial 
modification of the present British system 
of import control. Provided that Britain’s 
own definition of intra-European trade 15 
accepted (there seems to be some disagree- 
ment about the status of oil imports from 
the Netherlands Antilles), more than 60 per 
cent of Britain’s privately-handled. imports 
from Europe are free of quantitative re- 
strictions already. Some other OEEC 
countries, however, are now feverishly re- 
casting their systems of. import control. 
As all concessions must be granted to all 
EPU members without discrimination, France, 
for one, has been slipping some commodities 
back into the controlled dist with its left 
hand, while withdrawing just enough with its 
right hand to keep within the. new rules. 


Meanwhile, a White Paper issued in 
London has revealed the terms of the agree- 
ment between Britain and the United States 
whereby Britain is indemnified against any 
gold losses that it may suffer. to: EPU by 
reason of the drawing down»of accumulated 
European sterling balances. ‘. Britain, like 
any other EPU member, will. pay gold.to the 
Union wherever its net»debit position 1s 
larger than its gold-free borrowing rights. 
It will, however, receive dollar re-im 
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bursements from FCA so that the net amount 
of gold it will have paid out at any one 
moment of time will never be greater than 
what it would have paid if there had been no 
use of sterling balances to settle intra- 
Furopean deficits. After nearly a year of 
wrangling, therefore, sterling enters a 
European Payments Union with two strangely 
assorted testimonies to its ‘special posit- 
ion’ - a pair of crutches nearby if it needs 
them and a special load (in the form of the 
$150 million initial debit) to prevent it 
from going too fast. Unless mutual defence 
contributions are to distort the whole 
pattern of intra-European payments - in which 
case balance of, payments statistics will 
become largely unreal anyway - it seems much 
more likely that the load, rather than the 
crutches, will come into play. 


Britain and South Africa 


When Mr. Eric Louw, the South African 
Minister for Economic Affairs, completed 
his discussions with the British Treasury at 
the beginning of last month, it was reported 
that he would ‘clarify’ the workings of the 
Anglo-South African agréément in a public 
statement on his rétufn to Pretoria. That 
statement has now been issued but, it 
seems calculatéd to conceal, rather than 
reveal, the inner nature of the arrangements. 
Hitherto, South Africa has been selling a 
quarter of its current gold ean at (now 
running at an annual rate of £150 million) 
to the Bank of England for sterling: it has 
also been making further ‘progress’ sales 
from time to time; so that total sterling 
purchases of South African gold pt equal 1- 
ed the value of the ‘essential’ rts that 
South Africa has been able to bay rom count- 
ries that accept sterling in payment. e 
only two points of real substance in 
Mr. Louw’s recent statement were, first, 
that South Africa’s regular sales of gold 
to the United Kingdom would be stepped up 
from a quarter of current production to 
£50 million a year in the expectation that 
the sterling area would be ve to earn that 
amount ‘in free and fair competition’; and, 
secondly, that from the beginning of 1951 

rters in the Union will have a wider 
field of choice’. 


At present, South African importers of 
neal) ce céttiticdi ties (i.e.those paid oot 
in can in any country in the wor 

fet iil a ‘inessential’ goods can oy 
aay ihe in caeaitiiee that accept sterling. If 
more are now to be switched from the 
restricted (or feuaeses ad) to the open (or 
eels as as Mr. Louw suggested, some 
acturers of aistling protects se soiay 


to San tn asia ist in the 
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e eulés that. they 
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in expectation of such increased gold 
earnings. The tone of Mr. Louw’s statement 
suggested, however, that the decision to 
make regular sterling sales of £50 million 
of gold represented a concession by South 
Africa. It may be, therefore, that the 
£50 million is to be regarded as a guarant- 
eed minimum annua) sale - in which case 
Britain has presumably provided some qui 

pro quo. 


Boom in Wool 


The boom in wool has taken another leap 
this week. At the first Australian sales 
of the séason the rise in prices was much 
sharper even than the market had forecast. 
Prices in general were 40 per cent higher 
than in June; better quality merinos were 
particularly strong, fetching 120 per cent 
more than they did twelve sit fis 


It will be some months before these 
higher prices aré reflécted in the retail 
rice of cloth in this cotntry and there may 
some doubt about what constiiers’ reactions 
to them will be. A few months ago thére was 
some concern about thé rate at whieh stocks 
of wool cloth were biilding up in the shops: 
Now, however, retailérs havé on@ éyé on the 
(still rather remoté) possibility that 
clothes rationing may bé re-introduced; 
are thérefore moré willing to hold latees 
supplies, and manufacturers may have little 
initial difficulty in selling their output 
- though some firms are by no means confident 
of that. The industtfy’s most immediate 
problem is likely to be that of securing 
enough credit to finance its own stock o 
raw wool and semi-manufactures at this new 
high level of prices. 


Meanwhile, it seems cértain that the 
United States will préss mote strongly than 
ever for ah allocation schéme for raw wool: 
It is not yet cleat what sort of scheme the 
Americans have in mifid, but any system of 
allocations would almost certainly put an end 
to the wool auctions. Atierican case is 
based on the fact that available supplies of 
raw wool at 4,100 million Ib. (greasy basis) 
are some 300 million lb. below the current 
rate of consumption. Given these figures, 


it is difficult to see how the additional 
requirements of the rearmament programmes and 
stockpiling are to be met without cuts in 
civil consumption. 
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Butter Prices - Home and Abroad 


Another salvo was fired by the Ministry 
of Food last week in its campaign against the 
pressure from overseas suppliers for higher 
prices for basic foods - but on the home 
front the Ministry has announced one import- 
ant increase. The retail price of butter is 
to be raised by 2d. to 2s. a lb. At first 
glance this looks paradoxical. Denmark is 
still shipping butter to Britain at prices 
agreed well before devaluation. Quite rec- 
ently, the Netherlands Government, after much 
recrimination, reduced its price of butter to 
Britain to below its domestic price, and 
recompensed producers by an export subsidy. 
Now the Ministry of Food has refused New 
Zealand’s request for an increase of 7% per 
cent in the contract price for butter for 
1950-51. The New Zealand Government, how- 
ever, will continue to ship 92% per cent of 
its butter exports to Britain at last seas- 
on’s price - subject to any amendment which 
may be made at a later date. A dispute is 
also in progress about the price that Britain 
should pay for butter and cheese from Austr- 
alia. 


The reason for the latest increase in 
the retail price of butter therefore has to 
be sought not in higher purchase prices but 
in domestic policy, particularly that rel- 
ating to food subsidies. The subsidy bill 
has lately been running above the ceiling of 
£140 million a year fixed by the Chancellor 
last April - chiefly because the level of 
rations has been higher than expected. Some 
relief had therefore to be found, and the 
Ministry of Food has decided to secure it 
from butter, which has always been heavily 
subsidised owing to its importance in the old 
cost-of-living index. Its present rate of 
subsidy is still a little over ls. a lb. 


Four months ago, when the butter ratio 
was raised from four to five ounces a week 
(at is shortly to return to foun, dunces), 
the public was given the option to take mar- 
garine instead, and the price of butter was 
raised from ls.6d. to ls.10d. a lb. Yet 
demand for butter has since shown no signs of 
slackening, while the four-ounce ration of 
the less-subsidised margarine has not been 
fully taken up. ‘This inelasticity of demand 
for butter has, of course, been encouraged by 
the poor quality of present-day margarine. 
But, apart from that, butter at ls.10d. was 
still, by prewar standards, cheaper than mar- 
garine. This latest rise in the price of 
butter is therefore an attempt to reduce the 
distortion that subsidies have set up in the 
pattern of demand for foodstuffs. 


Coal Board’s Profit 


In the first quarter of this year, the 
National Coal Board made the highest profits 
since it was formed. . After providing from 
trading profits of £10,613,011 for interest 
payments to the Ministry of Fuel and for 
possible profits tax, the Board recorded: a 
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surplus of £5,600,011. This is £1,767,36] 
more than the surplus earned in the compar- 
able quarter of 1949 when tonnage was some- 
what lower. The explanation of this 
improvement lies in the increase in exports, 
for which the Coal Board receives, on an 
average, £1 a ton more than it does for coal 
sold to the home market. Exports and 
bunkers together amounted to 5,371,474 tons 
during the first quarter of this year - 
1,205,340 tons more than in the same three 
months last year. It is estimated that had 
this coal been sold at home instead of abroad, 
the surplus would have been £4, 500,000 
smaller. 


It is true that the mining costs 
showed a further slight decline; since 
the first quarter of 1949 total costs per 
ton of saleable coal have fallen by 1.3d. to 
44s. 5.5d., thanks largely to increased 
mechanisation. But the solvency of the Coal 
Board still plainly depends on its overseas 
markets. Two months ago there were signs 
that high export prices might not be main- 
tained much longer. Now, under the stimlus 
of rearmament, the market shows fairly clear 
signs of hardening again, and it seems 
probable that only the difficulty of finding 
enough coal to send abroad will prevent the 
Coal Board from earning equally high profits 
in the other quarters of the year. Already, 
export tonnages have shown a sharp fall, 
since a belated attempt is now being made to 
build domestic fuel stocks up to theirminimm 
safety level before the winter. 


OFS Capital Needs 


Although the Kaffir market has shared 
the general lack of enthusiasm in the Stock 
Exchange this week, active preparations con- 
tinue for the provision of new capital for 
the developing mines of the Orange Free State 
Freddies North and Freddies South, two off- 
shoots of the original Free State Development 
and Investment Corporation, are now assured 
of the £5,300,000 required to bring their 
mines to the production stage. Mr. Kenneth 
Richardson, the chairman of both companies, 
announced this week that the underwriting of 
the offer to shareholders of 10-year 5 per 
cent convertible notes had established this 
‘beyond all doubt’. Apart from the 
£4,500,000 put up by the underwriters - 
Johannesburg Consolidated, Anglo-American 
Corporation and De Beers - £800,000 is to be 
raised on the mortgage of houses. Mr. Rich- 
ardson made it clear that the extent to which 
the option-holders of Freddies North and 
Freddies South exercised their rights would 
determine what part of the resources committ- 
ed for underwriting the note issue would be 
set free for other uses. The intimation 
that new borrowing powers are being sought by 
President Steyn Gold Mining and the registra- 
tion of Harmony Gold Mining Company this week 
emphasise how important it is that the big 
mining houses should so far as possible keep 
their power dry. 
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Alcian’ Blue 


Alcian’ Blue is a new type of dyestuff which gives 


e textile printer, for the first time, a brilliant 


yquoise blue that withstands repeated washing 


d bright sunshine. Announced to the textile 
rade in January, 1948, it was the culmination of 
over ten years’ work by two chemists, N. H. Had- 
dock and C. Wood, and a textile printing specialist, 
R. Thornton, in the |.C.I. laboratories in Man- 
hester. The starting point for their researches was 
the phthalocyanine group of compounds to which 
belongs ‘Monastral’ Fast Blue, an outstandingly 
permanent and brilliant pigment discovered by 
\C.l. chemists in 1935. Pigments are insoluble and 
though useful for colouring paints, printing ink, 
lacquers, rubber and plastics, cannot be used as 
dyes. The importance of ‘Alcian’ Blue lies not 
merely in its discovery, but also in the fact that 
LC. scientists solved the problem both of pro- 
ducing a soluble substance from a pigment and 


of evolving a simple technique for its use in textile 












printing and dyeing. 
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cover the USA 
by this business man’s airline 


American Overseas Airlines give you a 
daily service by Aoa Stratocruisers between London and New 
York, and connecting services by American Airlines all over 
USA, north to Canada, and south to Mexico. All the way you 
can rely on the active business help of American Airlines 
offices in 77 North American cities...a free service for 
all business men. See your local travel agent or 
American Overseas Airlines, 35 St. James’s St, London, sw1 


Tel : GROsvenor 3955 American Overseas Airlines - American Airlines 


AOA in air travel to the USA 





Traffic duty policemen can do very little to combat the crime wave. 


The most effective deterrent is the man on the beat. 

Electro-matic Vehicle-Actuated Signals can take care of the traffic 
anywhere. No intersection is too difficult or too complex. Every 
traffic point thus equipped means the release of valuable trained men 


for duties where the human element is essential. 





— INSTALL 


LECTRO-MATIC 
curo SIGNALS 





AND PUT THE POLICE BACK ON THE BEAT 


AUTOMATIC TELEPHONE & ELECTRIC CO. LTD., 
Strowger House, Arundel Street, London, W.C.2. Phone: TEMple 
Bar 4506. Grams: Strowger, Estrand, London. Strowger Works, 
Liverpool, 7. 


A.10332-AQ23/85 
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It took 
157 years 


Producing modern, labour- 
saving domestic firegrates 
that economise in fuel and 
keep fires burning continu- 
ously, night and day, is but one of Newton 
Chambers’ many interests. These appliances are 
rapidly produced in large numbers with a skill 
and quality of workmanship acquired over seven 
generations in ironfounding. Newton Chambers 
started ironfounding in 1793 and the high 
standard of quality in everything they produce 


has been maintained from that day to this. 


Newton Chambers 


& COMPANY LIMITED OF THORNCLIFFE, SHEFFIELD 


IRONFOUNDERS * ENGINEERS - CHEMICAL MANUFACTURERS 

















Doctors, lawyers, managing directors — 
people with money and people with taste — they are 
the people who read The Listener. That's why the 
Rover Car is advertised in The Listener. That's 
why, if you manufacture products appealing to 
members of this class, you should advertise in The 
Listener ; 150,000 readers will see your advertisement. 








